KELLY

SERVICES

Date: February 8, 2017

To: Chairman Chatfield and members of the Michigan Competitiveness Committee
From: Michael F. Orsini, Vice President, Tax & Treasurer

Subject: Support for SB 14

Kelly Services strongly supports SB 14, which is legislation to create a Michigan work opportunity
employer reimbursement program as part of the criminal justice reform package. This proposal will
reduce state expenditures for public assistance programs in the most effective and compassionate manner,
by opening up job opportunities for individuals who are the most difficult to move into the workforce. It
is excellent public policy.

The federal work opportunity credit was enacted in 1996 as part of welfare reform, and provides an
incentive for employers to hire workers who are otherwise disadvantaged in the workplace. Recent
studies by Wharton School of Business Professor Peter Cappelli quantify the economic benefit of the
credit on federal and state budgets. As noted in the enclosed letter, it’s estimated that the federal credit
saves Michigan nearly $47 million annually.

To supplement the federal credit, some states have enacted state level work opportunity credits, and
Michigan would benefit in adopting SB 14. The federal credit has not been increased since enactment,
and is not used much by medium and small employers. By adopting SB 14, Michigan would send a clear
message to employers of its commitment to partner with them to reduce public assistance costs in a
responsible and socially compassionate manner, while providing an incentive to encourage employers to
hire individuals who are often overlooked. The addition of a Michigan work opportunity employer
reimbursement program to the federal credit will make our state an even more attractive place for
employers to expand.

A recommendation to ease administration and enhance SB 14’s benefits is to simply mirror the federal
work opportunity credit program’s definition of an ex-felon, and subsidy computation. This would allow
use of paperwork and certification processes already in place, easing administration for employees,
employers, and State administrators. [t would also focus the credit on first-year wages, not an arbitrary
definition of a “full-time job,” and not mitigate benefits by limiting the reimbursement to $7,200. See the
federal statute enclosed.

The work opportunity credit enjoys federal bipartisan support because it reduces welfare costs while
helping to lift individuals out of poverty and into stable employment and self-sufficiency. Supplementing
the federal program in Michigan will increase these benefits and promote a pro-employer environment.
Further, once this new program is up and running, expansion to other federally targeted groups (e.g.,
veterans and the long-term unemployed) is recommended to continue to increase Michigan’s benefits.

If you have any questions, please contact me at 248-244-4381, or orsinmfja kellyservices.com,




Genter for Human Resources

The Wharton School
University of Pennsylvania

2000 Steinberg Hall-Dietrich Hall
3620 Locust Walk
Philadelphiz, PA 19104 6370

215.898 2722 phone

& Wharton —

res 5 s Director, Center for Human Resources
UNIVERSITY Of PENNSYLVANIA Chairman. Council on Empioyee Relations

George W. Taylor Professor of Management

July 14, 2014

Dear Members of Congress and State Lawmakers:

The report on WOTC State Level Savings follows the format in my 2013 study, “A Detailed
Assessment of the Value of WOTC.” The report goes a step beyond my study.

My study calculated the savings in Federal programs of assistance for those who are
unemployed and in poverty, specifically TANF, SNAP, Medicaid and housing assistance from HUD.
The caiculation was per person, for each person who moved out of unemployment because of
WOTC. It included the following adjustments, first that some ofthe people who are not certified for
WOTC will be hired, second that some employees will continue {0 receive some level of the above
Federal benefits and a small number would have been hired despite the recruitment efforts under
WOTC and also due to direct referrals from local agencies serving the eligible population. |
concluded that the United States gains almost $18,000 in savings for each individual hired through
WOTC, without taking into account savings in programs beyond TANF, SNAP, Medicaid, and
HUD, which could also be considerable, including veterans assistance programs given the
considerable hiring of veterans under WOTC.

The State-Level Savings report calculates the total savings for each state associated with each
state’s contributions to the above programs when individuals eligible for WOTC move into jobs.
The calculation begins with the number of individuals hired who employers report are eligible and
certified for WOTC. A qualification made here is based on the fact that not all hires who employers
believe are eligible for WOTC turn out in fact to be certified. How exactly those cases should be
considered in calculating the effects of WOTC is not straight-forward: on the one hand, they were
not actually eligible; on the other, they were presumably hired at least in part because of the
presumption of their eligibility. The main difference is that while their employers turn out not to get
the tax credit associated with WOTC, the individuals are hired and the federal and state government
nonetheless get the savings associated with hiring individuals who are on public assistance. The
state level savings report includes only the savings associated with certified individuals. The state
level study concludes that state governments in the aggregate save close to $1.7 billion a year in
public assistance costs as a result of hiring under WOTC, costs that they will need to shoulder if
WOTC is not renewed.



The data collection exercise associated with this report was considerable. It includes
gathering the information from the US Department of Labor on the number of WOTC-certified
workers hired in each state; the dollar contribution of each state toward each of the four programs
above (taken from official sources); estimates from Federal statistics as to how many of the WOTC-
certified hires received TANF, SNAP and Medicaid; while | used HUD housing support in my
federal study the state study does not include anything beyond TANF, SNAP, and Medicaid. The
number of WOTC-certified individuals in each state receiving each type of benefit was then
multiplied by the per person contribution toward each program made by each state. That figure was
then added across each of the three programs to generate the total savings by state.

These estimates are quite likely conservative given that many states have supplemental
programs to assist the kind of disadvantaged individuals who are eligible for WOTC, none of which
are included here. Many of these programs provide direct financial support, but the most expensive
are likely to be training programs and workforce readiness programs.

Overall, the savings estimates calculated in the WOTC Siate Level Savings are sizable. They
should be considered along with the even larger savings at the Federal level as a measure of the
value and usefulness of the program.

A final point to remember about WOTC is that its cost-effectiveness is enhanced by the fact
that there is no cost — in the form of the tax credit to employers —unless an eligible individual is

hired through the program. Because of that, there is no opportunity for the program to be a waste of
taxpayer funds.

Sincerely,

Voo

Peter Cappelli

Vi



WOTC State Savings, Peter Cappelli (2014)

In his April 2013 study, “A Detailed Assessment of the Value of WOTC” Professor Peter Cappelii of the Wharton Schaol
quantified the savings in social spending programs to the United States government that are generated by moving an
individual from public assistance to private sector employment through the Work Opportunity Tax Credit (WOTC).

The study that follows, prepared under Professor Cappelli's supervision, quantifies the savings at the state level in three
programs which formed the basis his 2013 federal level study.

The overall savings figures may in reality be greater because the calculations do not take into account state programs
which are very difficult to quantify, including housing, health and wellness, crime prevention, and government run
training programs.

WOTC State Savings Summary

State Total Savings
Alabama $27,512,523
Alaska $2,913,292
Arizona 520,788,032
Arkansas $12,525,876
California 5108,851,953
Colorado §70,204,055
Connecticut $10,567,538
Delaware $3,962,477
DC $2,232,810
Florida $88,392,794
Georgla 544,499,759
Hawail $2,409,068
Idaho $5,037,183
llinols $35,366,499
Indlana $30,627,632
lowa $18,722,866
Kansas $17,160,488
Kentucky $39,220,368
Louisiana $26,920,725
Maine $11,306,925
Maryland $20,117,971
Massachusetts $26,813,312
Michigan $47,785,901
Minnesota $35,628,151
Mississippl §13,283,406
Missouri $48,701,253
Montana 52,222,131
Nebraska $15,098,894
Neyada 52,986,493
New Hampshire $5,776,361

www.wotcmeansjobs.org
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New Jersey $7,683,298
New Mexico 54,785,725
New York $124,083,334
North Carollna 555,335,019
North Dakota $3,857,357
Ohio $117,014,861
Oklahoma §21,725,773
Oregon $7,855,253
Pennsylvania $138,455,443
Rhode Island $2,471,201
South Carolina $24,494,695
South Dakota 54,709,001
Tennessee $58,795,768
Texas 5149,554,279
Utah 58,885,776
Vermont $2,244,763
Virginia $62,998,989
Washington $34,546,718
West Virginia $13,065,143
Wisconsin 526,892,754
Wyoming $913,131
Total $1,668,005,017

www.wotcmeansjobs.org




WOTC State Savings, Peter Cappelli (2014)

WOTC STATE LEVEL SAVINGS EXPLANATION OF COMPUTATIONS

The computations are as follows:

TANF: The percentage which states contribute to TANF was taken from the FFIS report, derived in turn from Federal
Government statistics. The number of participants in TANF in each state and the average TANF benefit per state are
taken from Federal Government statistics in a November 21, 2011 report of the Center for Budget and Policy Priorities.
These figures were used to derive the average amount of the annual TANF benefit that each state contributes to
recipients.

Individuals hired in several WOTC categories are recipients of TANF benefits and the number certified {and hired) in each
category is provided annually by the US Department of Labor. Two WOTC categories are specific to individuals on TANF.
The Congressional Budget Office in a 2012 report on the food stamp (SNAP) program found that 60% of individuals on
SNAP are also on TANF, and as a result, 60% of individuals certified for SNAP are added to the TANF categories to
compute the total TANF state level savings under WOTC.

SMNAP : Although SNAP is a federally funded program, states contribute to the administration of SNAP and the amount of
that state level expenditure is also listed in the FFIS report. The chart derives these savings by dividing the total spent by
each state to administer its SNAP program by the number of SNAP participants in each state (that number was taken
from the USDA February 2014 report on the “Characteristics of SNAP Households).” The average expenditure for SNAP
per individual was muitiplied by the number of individuals certified for WOTC under the SNAP category to determine

savings.

Areduction adjustment was made to the overall WOTC savings in SNAP and TANF in the amount of 11% to account for
the likelihood that not all WOTLC hires will earn sufficient amounts to completely come off of these programs as was done
in the April 2013 Cappelli study.

MEDICAID: Using figures from the Kaiser Family Foundation the WOTC savings in state Medicaid programs were added to
the TANF and SNAP totals. These were derived by determining the total state contribution to Medicaid (by multiplying
the total Medicaid spending in a state by the state’s FMAP —its share percentage — and multiplying that by the number of
WOTC hired individuals who are on Medicaid. This last number is a combination of 60% of all SNAP certified individuals
{CBO statistics indicate that 60% of individuals on SNAP are also on Medicaid) and 98% of the WOTC TANF certified
individuals who statistics show are also on Medicaid.

The total Medicaid savings are adjusted down by 50% ta account of individuals who are hired at wage levels that would
continue to qualify them for Medicaid.

Final Adjustments ; Two final adjustments are made to the savings totals. First, based on a study by New York State under
Governor Pataki that showed the average WOTC recipient is retained in the job and is off public assistance for 2.3 years,
even though the credit with one small exception is provided for just one year, the total is multiplied by a factor of 2.3.
{Because years overlap, the states will realize the total amount of savings computed in these charts in a single year; the
first year savings of someone certified in that year should be added in each year to the second year for savings for some
certified in the prior year and so on).

A second adjustment reduces the savings by 25%, consistent with Professor Cappelli's finding that while WOTC is a very

effective program, an allowance should be made for the possibility that WOTC may not be the main factor driving every
hire under the program. Professor Cappelii uses a2 25% reduction factor in this regard.

www,wotcmeansjobs.org
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July 14, 2014

Dear Members of Congress and State Lawmakers:

The report on WOTC State Level Savings follows the format in my 2013 study, “A Detailed
Assessment of the Value of WOTC.” The report goes a step beyond my study.

My study calculated the savings in Federal programs of assistance for those who are
unemployed and in poverty, specifically TANF, SNAP, Medicaid and housing assistance from HUD.
The calculation was per person, for each person who moved out of unemployment because of
WOTC. It included the following adjustments, first that some of the people who are not certified for
WOTC will be hired, second that some employees will continue (o receive some level of the above
Federal benefits and a small number would have been hired despite the recruitment efforts under
WOTC and also due to direct referrals from local agencies serving the eligible population. |
concluded that the United States gains almost $18,000 in savings for each individual hired through
WOTC, without taking into account savings in programs beyond TANF, SNAP, Medicaid, and
HUD, which could also be considerable, including veterans assistance programs given the
considerable hiring of veterans under WOTC.

The State-Level Savings report calculates the total savings for each state associated with each
state’s contributions to the above programs when individuals eligible for WOTC move into jobs.
The calculation begins with the number of individuals hired who employers report are eligible and
certified for WOTC. A qualification made here is based on the fact that not all hires who employers
believe are eligible for WOTC turn out in fact to be certified. How exactly those cases should be
considered in calculating the effects of WOTC is not straight-forward: on the one hand, they were
not actually eligible; on the other, they were presumably hired at least in part because of the
presumption of their eligibility. The main difference is that while their employers turn out not to get
the tax credit associated with WOTC, the individuals are hired and the federal and state government
nonetheless get the savings associated with hiring individuals who are on public assistance. The
state level savings report includes only the savings associated with certified individuals. The state
level study concludes that state governments in the aggregate save close to $1.7 billion a year in
public assistance costs as a result of hiring under WOTC, costs that they will need to shoulder if
WOTC is not renewed.



The data collection exercise associated with this report was considerable. It includes
gathering the information from the US Department of Labor on the number of WOTC-certified
workers hired in each state; the dollar contribution of each state toward each of the four programs
above (taken from official sources); estimates from Federal statistics as to how many of the WOTC-
certified hires received TANF, SNAP and Medicaid; while [ used HUD housing support in my
federal study the state study does not include anything beyond TANF, SNAP, and Medicaid. The
number of WOTC-certified individuals in each state receiving each type of benefit was then
multiplied by the per person contribution toward each program made by each state. That figure was
then added across each of the three programs to generate the total savings by state.

These estimates are quite likely conservative given that many states have supplemental
programs to assist the kind of disadvantaged individuals who are eligible for WOTC, none of which
are included here. Many of these programs provide direct financial support, but the most expensive
are likely to be training programs and workforce readiness programs.

Overall, the savings estimates calculated in the WOTC Siate Level Savings are sizable. They
should be considered along with the even larger savings at the Federal level as a measure of the
value and usefulness of the program.

A final point to remember about WOTC is that its cost-effectiveness is enhanced by the fact
that there is no cost — in the form of the tax credit to employers — unless an eligible individual is
hired through the program. Because of that, there is no opportunity for the program to be a waste of
taxpayer funds.

Sincerely,

Jeze

Peter Cappelli

Jr G



WOTC State Savings, Peter Cappelli (2014)

In his April 2013 study, “A Detailed Assessment of the Value of WOTC” Professor Peter Cappelli of the Wharton School
quantified the savings in social spending programs to the United States government that are generated by moving an
individual from public assistance to private sector employment through the Work Opportunity Tax Credit {(WOTC).

The study that follows, prepared under Professor Cappelli’s supervision, quantifies the savings at the state level in three
programs which formed the basis his 2013 federal level study.

The overall savings figures may in reality be greater because the caiculations do not take into account state programs
which are very difficult to quantify, including housing, health and wellness, crime prevention, and government run
training programs,

WOTC State Savings Summary

State Total Savings
Alabama §27,512,523
Alaska $2,913,292
Arizona $20,788,032
Arkansas $12,525,876
California $108,851,953
Colorado $70,204,055
Connecticut 510,567,538
Delaware $3,962,477
DC $2,232,810
Florida 588,392,794
Georgla £44,499,759
Hawall $2,409,068
Idaho $5,037,183
inots $35,366,499
Indfana $30,627,632
lowa $18,722,866
Kansas $17,160,488
Kentucky $39,220,368
Loulsiana $26,920,725
Maine $11,306,925
Maryland $20,117,971
Massachusetts $26,813,312
Michigan 547,785,901
Minnesota $35,628,151
Mississippi $13,283,406
Missouri $48,701,253
Montana 52,222,131
Nebraska $15,098,894
Nevada $2,986,493
New Hampshire 45,776,361

www.wotcmeansjobs.org



WOTC State Savings, Peter Cappelli (2014)

New Jersey 57,683,298
New Mexico $4,785,725
New York $124,083,334
North Carolina $55,335,019
North Dakota $3,857,357
Ohlo $117,014,861
Oklahoma $21,725,773
Oregon $7,855,253
Pennsyivania $138,455,443
Rhode Island $2,471,201
South Carolina $24,494,695
South Dakota $4,709,001
Tennessee $58,795,768
Texas $149,554,279
Utah 58,885,776
Vermont 52,244,763
Virginia $62,998,989
Washington $34,546,718
West Virginia $13,065,143
Wisconsin 526,892,754
Wyoming $913,131
Total $1,668,005,017

www.wotcmeansjobs.org



WOTC State Savings, Peter Cagpelli (2014)

WOTC STATE LEVEL SAVINGS EXPLANATION OF COMPUTATIONS
The computations are as follows:

TANF: The percentage which states contribute to TANF was taken from the FFIS report, derived in turn from Federal
Government statistics. The number of participants in TANF in each state and the average TANF benefit per state are
taken from Federal Government statistics in a November 21, 2011 report of the Center for Budget and Policy Priorities.
These figures were used to derive the average amount of the annual TANF benefit that each state contributes to

recipients,

Individuals hired in several WOTC categories are recipients of TANF benefits and the number certified {and hired) in each
category is provided annually by the US Department of Labor. Two WOTC categories are specific to individuals on TANF,
The Congressional Budget Office in a 2012 report on the food stamp (SNAP)} program found that 60% of individuals on
SNAP are also on TANF, and as a result, 60% of individuals certified for SNAP are added to the TANF categories to
compute the total TANF state level savings under WOTC.

SNAP : Although SNAP is a federally funded program, states contribute to the administration of SNAP and the amount of
that state level expenditure is also listed in the FFIS report. The chart derives these savings by dividing the total spent by
each state to administer its SNAP program by the number of SNAP participantsin each state (that number was taken
from the USDA February 2014 report on the “Characteristics of SNAP Households).” The average expenditure for SNAP
per individual was multiplied by the number of individuals certified for WOTC under the SNAP category to determine

savings.

Areduction adjustment was made to the overall WOTC savings in SNAP and TANF in the amount of 11% to account for
the likelihood that not all WOTC hires will earn sufficient amounts to completely come off of these programs as was done
in the April 2013 Cappelli study.

MEDRICAID: Using figures from the Kaiser Family Foundation the WOTC savings in state Medicaid programs were added to
the TANF and SNAP totals. These were derived by determining the total state contribution to Medicaid {by multiplying
the total Medicaid spending in a state by the state’s FMAP — its share percentage — and multiplying that by the number of
WOTC hired individuals who are on Medicaid. This last number is a combination of 60% of all SNAP certified individuals
(CBO statistics indicate that 60% of individuals on SNAP are also on Medicaid) and 98% of the WOTC TANF certified
individuals who statistics show are also on Medicaid.

The total Medicaid savings are adjusted down by 50% to account of individuals who are hired at wage levels that would
continue to qualify them for Medicaid.

Final Adjustments : Two final adjustments are made to the savings totals. First, based on a study by New York State under
Governor Pataki that showed the average WOTC recipient is retained in the job and is off public assistance for 2.3 years,
even though the credit with one small exception is provided for just one year, the total is multiplied by a factor of 2.3.
(Because years overlap, the states will realize the total amount of savings computed in these charts in a single year; the
first year savings of someone certified in that year should be added in each year to the second year for savings for some
certified in the prior year and so on}.

A second adjustment reduces the savings by 25%, consistent with Professor Cappelli's finding that while WOTC is a very
effective program, an allowance should be made for the possibility that WOTC may not be the main factor driving every
hire under the program. Professor Cappelli uses a 25% reduction factor in this regard.

www,.wotcmeansjobs.org
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Standard Federal Tax Reporter (2017), Sec.
51. AMOUNT OF [WORK OPPORTUNITY] CREDIT

51(a) DETERMINATION OF AMOUNT.— For purposes of section 38, the amount of the work opportunity credit
determined under this section for the taxable year shall be equal to 40 percent of the qualified first-year
wages for such year.

51(b) QuALIFIED WAGES DEFINED.— For purposes of this subpart—

51(b){1) IN GENERAL.~ The term "qualified wages” means the wages paid or incurred by the employer
during the taxable year to individuals who are members of a targeted group.

51(b}{2) QALIFIED FIRST-YEAR WAGES.— The term "qualified first-year wages” means, with respect to any
individual, qualified wages attributable to service rendered during the 1-year period beginning with the day
the individual begins work for the employer.

51(b)(3) LIMITATION ON WAGES PER YEAR TAKEN INTO ACCOUNT.— The amount of the qualified first-year
wages which may be taken into account with respect to any individual shall not exceed $6,000 per year
($12,000 per year in the case of any individual who is a qualified veteran by reason of subsection (d)(3)
(A1), $14,000 per year in the case of any individual who is a qualified veteran by reason of subsection
{d)(3)(A)(iv), and $24,000 per year in the case of any individual who is a qualified veteran by reason of
subsection (d){3)(A)(H)(1I)).

51(c) WAGES DEFINED.— For purposes of this subpart—

51(c)(1) in GENERAL.— Except as otherwise provided in this subseclion and subsection (h){2), the term
"wages" has the meaning given to such term by subsection (b) of section 3306 (determined without regard
to any dollar limitation contained in such section).

51(c)(2) ON-THE-JOB TRAINING AND WORK SUPPLEMENTATION PAYMENTS,—

51(c)(2)(A) EXCLUSION FOR EMPLOYERS RECEIVING ON-THE-JOB TRAINING PAYMENTS.— the term "wages"
shall not include any amounts paid or incurred by an employer for any period to any individual for
whom the employer receives federally funded payments for on-the-job training of such individual for
such period.

51(c}(2){B) REDUCTION FOR WORK SUPPLEMENTATION PAYMENTS TO EMPLOYERS.— The amount of wages
which would (but for this subparagraph) be qualified wages under this section for an employer with
respect to an individual for a taxabie year shail be reduced by an amount equal io the amount of the
payments made to such employer (hawever utilized by such employer) with respect to such individual
for such taxable year under a program established under section 482(e) of the Social Security Act.

51(c){3) PAYMENTS FOR SERVICES DURING LABOR DISPUTES.— li—

51(c)(3)(A) the principal place of employment of an individual with the employer is at a plant or facility,
and

51(c)(3)(B) there is a strike or lockout involving employees at such plant or facility,

the term "wages"” shall not include any amount paid or incurred by the employer to such individual for
services which are the same as, or substantially similar to, those services performed by employees
participating in, or affected by, the strike or lockout during the period of such strike or lockout.

®2017 CCH Incorporated and its affiliates and licensors. All rights reserved.
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51(c)(4) TERMINATION.— The term “wages” shall not include any amount paid or incutred to an individual
who begins work for the employer after December 31, 2019.

51{c}{5) COORDINATION WITH PAYROLL TAX FORGIVENESS.— The term "wages" shall not include any amount
paid or incurred to a qualified individual (as defined in section 3111{d}(3)) during the 1-year period
beginning on the hiring date of such individual by a qualified employer (as defined in section 3111(d))
unless such qualified employer makes an election not to have section 3111(d) apply.

51(d) MEMBERS OF TARGETED GROUPS.— For purposes of this subpari—

51(d}{(1) IN GENERAL.— An individual is a member of a {argeted group if such individual js—
51(d)}{1)(A) a qualified IV-A recipient,
51(d){1)(B) a qualified veteran,
51(d)(1)(C} a qualified ex-felon,
5t{d)}(1)}(D} a designated community resident,
51(d){1)(E} a vocational rehabilitation referral,
51(d){1)(F) a qualified summer youth employee,
51{d){(1}{G) a qualified supplemental nutrition assistance program benefits recipient,
51(d}{1)(H) a qualified SSI racipient,
51(d)(1)()) a long-term family assistance recipient, or
51(d)(1}J)} a qualified long-term unemployment recipient.

51{d)(2) QUALIFIED IV-A RECIPIENT.—

51(d){2)(A) INn GENERAL.— The term "qualified IV-A recipient” means any individual who is certified by
the designated local agency as being a member of a family receiving assistance under a IV-A program
for any 9 months during the 18-month period ending on the hiring date.

51(d){2)(B) IV-A PROGRAM.— For purposes of this paragraph, the term "IV-A program” means any
program providing assistance under a State program funded under part A of title IV of the Social
Security Act and any successor of such program.

51(d)(3)} QUALIFIED VETERAN.—

51(d)(3)(A) IN GENERAL.— The term "qualified veteran” means any veteran who is certified by the
designated local agency as—

51(d)(3)(A)(i} being a member of a family receiving assistance under a supplemental nutrition
assistance program under the Food and Nutrition Act of 2008 for at least a 3-month period ending
during the 12-month period ending on the hiring date,

51(d)(3)(A){il) entitled to compensation for a service-connecied disability, and—

51(d)(3)}{A)I){I) having a hiring date which is not more that [sic] 1 year after having been
discharged or released from active duty in the Armed Forces of the United States, or

©2017 CCH Incorporated and its affiliates and licensors. All rights reserved.

Subject to Terms & Conditions: http:/researchhelp.cch.com/License_Agreement htm
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SH{d)(3)(A)(I)}{1} having aggregate periods of unemployment during the 1-year period ending on
the hiring date which equal or exceed 6 months [,]

51(d){3)(A)iii) having aggregate periods of unemployment during the 1-year period ending on the
hiring date which equal or exceed 4 weeks (but less than 6 months), or

51(d){3)(A){iv}) having aggregate periods of unemployment during the 1-year period ending on the
hiring date which equal or exceed 6 months.

51(d)(3)(B) VETERAN.— For purposes of subparagraph (A), the ferm "veteran™ means any individual
who is certified by the designated local agency as—

51(d)(3)(B)(1)

51(d)(3)(B)(i){l) having served on active duty (other than active duty for training) in the Armed
Forces of the United States for a period of more than 180 days, or

51(d)(3)(Bj)(i)() having been discharged or released from active duty in the Armed Forces of
the United States for a service-connected disability, and

51{d)(3)(B)il) not having any day during the 60-day period ending on the hiring date which was a
day of extended active duty in the Armed Forces of the United States.

For purposes of clause (ji), the term "extended active duty" means a period of more than 90 days
during which the individual was on active duty (other than active duty for training).

51{d)(3){C) OTHER DEFINITIONS.— For purposes of subparagraph (A), the terms "compensation” and
"service-connected" have the meanings given such terms under section 101 of title 38, United States
Code,

51(d){4) QUALIFIED EX-FELON.— The term “qualified ex-felon” means any individual who is certified by the
designated local agency—

51(d)(4)(A) as having been convicted of a felony under any statute of the United States or any State,
and

51(d){(4{B} as having a hiring date which is not more than 1 year after the last date on which such
individual was so convicted or was released from prison.

51(d)(5) DESIGNATED COMMUNITY RESIDENTS.—

51(d){5)(A) IN GENERAL.— The term "designated community resident” means any individual who is
certified by the designated local agency—

51{d)(5){A){i) as having attained age 18 but not age 40 on the hiring date, and

51{d){5)(A)ti) as having his principal place of abode within an empowerment zone, enterprise
community, renewal community, or rural renewal county.

51(d){5)(B) INDIVIDUAL MUST CONTINUE TO RESIDE IN ZONE, COMMUNITY, OR COUNTY.— In the case of a
designated community resident, the term "qualified wages" shall not include wages paid or incurred for
services performed while the individual's principal place of abode is outside an empowerment zone,
enterprise community, renewal community, or rural renewal county,
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51(d)(5)(C) RURAL RENEWAL COUNTY.,— For purposes of this paragraph, the term "rural renewal county
means any county which—

51(d){S){C)i) is outside a metropolitan statistical area (defined as such by the Office of
Management and Budget), and

51(d)(5)(C)(li) during the 5-year periods 1990 through 1894 and 1995 through 1999 had a net
population loss.

51(d)(6) VOCATIONAL REHABILITATION REFERRAL.— The term “vocational rehabilitation referral” means any
individual who is certified by the designated local agency as—

51(d){(6)(A) having a physical or mental disability which, for such individual, constitutes or results in a
substantial handicap to employment, and

51(d){6)(B) having been referred to the employer upon completion of {or while receiving) rehabilitative
services pursuant to—

51(d)(6)(B}{i) an individualized written plan for employment under a State plan for vocational
rehabilitation services approved under the Rehabilitation Act of 1973,

51(d)(6)(B)(ii) a program of vocational rehabilitation carried out under chapter 31 of title 38, United
Stales Code, or

51(d)(6)(B){ili) an individual work plan developed and implemented by an employment network
pursuant to subsection (g) of section 1148 of the Social Security Act with respect to which the
requirements of such subsection are met.

51(d}{7) QUALIFIED SUMMER YQUTH EMPLOYEE.~—
51(d){7){A) IN GENERAL.— The term "qualified summer youth employee" means any individual—
51(d){7)}(A){i) who performs services for the employer between May 1 and September 15,

s1(d)}{7)(A){ii} who is certified by the designated local agency as having attained age 16 but not 18
on the hiring date (or if later, on May 1 of the calendar year involved),

51(d)(7)}(A)(lii} who has not been an employee of the employer during any period prior io the 90-
day period describad in subparagraph (B)(i), and

51(d)}(7)(A)(iv) who is certified by the designated local agency as having his principal place of
abode within an empowerment zone, enterprise community, or renewal community.

51(d)(7){B) SPECIAL RULES FOR DETERMINING AMOUNT OF CREDIT.— For purposes of applying this
subpart to wages paid or incurred to any qualified summer youth employee—

51(d)(7)(B){i) subsection (b)(2) shall be applied by substituting "any 80-day period between May 1
and September 15" for "the 1-year period beginning with the day the individual begins work for the

employer”, and
51{d){7)(B){ii}) subsection (b){3) shall be applied by substituting "$3,000" for "$6,000".
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The preceding sentence shall not apply to an individual who, with respect to the same employer, is
certified as a member of another targeted group after such individual has been a qualified summer
youth employee.

51(d}(7){C) YOUTH MUST CONTINUE TQ RESIDE IN ZONE OR COMMUNITY.— Paragraph (5)(B} shall apply for
purposes of subparagraph (A)(iv).

51(d){8) QUALIFIED SUPPLEMENTAL NUTRITION ASSISTANCE PROGRAM BENEFITS RECIPIENT —

51(d)(8)(A) IN GENERAL.— The term "qualified supplemental nutrition assistance program benefits
recipient” means any individua! who is certified by the designated local agency—

51(cd){B){ANi) as having attained age 18 but not age 40 on the hiring date, and
51(d){8)(A){il) as being a member of a family—

S51(d)(8){A)(ii){l) receiving assistance under a supplemental nutrition assistance program under
the Food and Nutrition Act of 2008 for the 6-month period ending on the hiring date, or

51(d)(B{{A)(ii}(I)) receiving such assistance for at least 3 months of the 5-month period ending
on the hiring date, in the case of a member of a family who ceases to be eligible for such
assistance under section 6(0) of the Food and Nutrition Act of 2008.

51(d)(8)(B) PARTICIPATION INFORMATION,— Notwithstanding any other provision of law, the Secretary
of the Treasury and the Secretary of Agriculture shall enter into an agreement to provide information
to designated local agencies with respect to participation in the supplemental nutrition assistance
program.

51(d}(9) QUALIFIED S5 RECIPIENT.— The term “qualified S5l recipient” means any individual who is certified
by the designated local agency as receiving supplemental security income bensfits under title XVI of the
Social Security Act {including supplemental security income benefits of the type described in section 1616
of such Act or section 212 of Public Law 93-66) for any month ending within the 60-day period ending on
the hiring date.

51(d){10) LONG-TERM FAMILY ASSISTANCE RECIPIENT.— The term "long-term family assistance recipient”
means any individual who is certified by the designated local agency—

51{d)(10)(A) as being a member of a family receiving assistance under a IV-A program (as defined in
paragraph (2){B)) for at least the 18-month period ending on the hiring date,

51(d)(10)(B)

51(d}(10)(B){(i) as being a member of a family receiving such assistance for 18 months beginning
after August 5, 1997, and

51(d)(10)(B)(ii) as having a hiring dale which is not more than 2 years afler the end of the earliest
such 18-month period, or

51(d)(10)(C)

51(d){10)(CHi) as being a member of a family which ceased to be eligible for such assistance by
reason of any limitation imposed by Federal or State law on the maximum period such assistance is
payable to a family, and
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51(d){10)(C)(li) as having a hiring date which is not more than 2 years after the date of such
cessation.

51(d)(11) HIRING DATE.— The term “hiring date” means the day the individual is hired by the employer.

51(d){12) DESIGNATED LOCAL AGENCY.— The term “designated local agency” means a State employment
security agency established in accordance with the Act of June 6, 1933, as amended (29 U.S.C. 49-48n).

51(d){13) SPECIAL RULES FOR CERTIFICATIONS.—
51(d)(13)(A) IN GENERAL.— An individuat shall not be treated as a member of a targeted group unless

51{d)(13){A){i} on or before ithe day on which such individual begins work for the employer, the
employer has received a certification from a designated local agency that such individual is a
member of a targeted group, or

51(d)(13)(A)(ii)

S1{d)(13)(A)(ii)(]) on or before the day the individual is offered amployment with the employer,
a pre-screening notice is completed by the employer with respect to such individual, and

SU(d)(13)(A)I(} not later than the 28th day after the individual begins work for the employer,
the employer submits such notice, signed by the employer and the individual under penalties of
perjury, to the designated local agency as part of a written request for such a certification from
such agency.

For purposes of this paragraph, the term "pre-screening notice” means a document (in such form as
ihe Secretary shall prescribe} which contains information provided by the individual on the basis of
which the employer believes that the individual is a member of a targeted group.

51{d)(13)(B) INCORRECT CERTIFICATIONS.— If—

51(d){13)(B){(i} an individual has been certified by a designated local agency as a member of a
targeted group, and

51(d){13)(B)(ii) such certification is incorrect because it was based on false information provided
by such individual,

the cerlification shail be revoked and wages paid by the employer after the date on which notice of
revocation is received by the employer shall not be treated as qualified wages.

51(d){13)(C) EXPLANATION OF DENIAL OF REQUEST.— If a designaied local agency denies a request for
certification of membership in a targeted group, such agency shall pravide to the person making such
request a written explanation of the reasons for such denial.

51(d){13)(D) CREDIT FOR UNEMPLOYED VETERANS.—
51(d){13)({D)(i) IN GENERAL.— Notwithstanding subparagraph (A), for purposes of paragraph (3)(A)

S51(d)(13){D)}{i}l) a veteran will be treated as certified by the designated local agency as having
aggregate periods of unemployment meeting the requirements of clause (i)){ll) or {iv) of such
paragraph (whichever is applicable) if such veteran is certified by such agency as being in
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receipt of unemployment compensation under State or Federal law for not less than & months
during the 1-year period ending on the hiring date, and

54{d)(13)(D){i}{) a veteran will be treated as certified by the designated local agency as having
aggregate periods of unemployment meeting the requirements of clause (jii} of such paragraph

if such veteran is certified by such agency as being in receipt of unemployment compensation
under State or Federal law for not less than 4 weeks (but less than 6 months) during the 1-year
period ending on the hiring date.

51{d)(13){D)(ii) REGULATORY AUTHORITY.— The Secretary may provide alternative methods for
certification of a veteran as a qualified veteran described in clause (il)(Il), (iii), or (iv) of paragraph (3}
(A), at the Secretary’s discretion.

51(d){14) CREDIT ALLOWED FOR UNEMPLOYED VETERANS AND DISCONNECTED YOUTH HIRED IN 2009 OR 2010,—

51(d){14){A) IN GENERAL.— Any unemployed veteran or disconnected youth who begins work for the
employer during 2009 or 2010 shall be treated as a member of a targeted group for purposes of this

subpart.
51(d)(14)(B) DEFINITIONS.— For purposes of this paragraph—

51(d)(14){B)}{i) UNEMPLOYED VETERAN.— The term "unemployed vetaran" means any veteran (as
defined in paragraph (3){B), determined without regard to clause (ii) thereof) who is certified by the

designated local agency as—

S51(d){14}(B)(i)(]) having been discharged or released from active duty in the Armed Forces at
any time during the 5-year period ending on the hiring date, and

51({d)(14)(B)}(i)(N) being in receipt of unemployment compensation under State or Federal law
for not less than 4 weeks during the 1-year period ending on the hiring date.

51(d)(14}(B)(ii) DISCONNECTED YOUTH.— The term "disconnected youth” means any individual who
is certified by the designated local agency—

S1(d)(14)(B)(ii)()) as having attained age 16 but not age 25 on the hiring date,

51{d)(14)(B)(ii)(ll) as not regularly attending any secondary, technical, or post-secondary
school during the 6-month period preceding the hiring date,

51(d)(14)(B)(ii){l1) as not regularly employed during such 6-month peried, and

51(d}(14)(B){ii){1V) as not readily employable by reason of lacking a sufficient number of basic
skills.

51(d){15) QUALIFIED LONG-TERM UNEMPLOYMENT RECIPIENT.— The term "qualified long-term unemployment
recipient" means any individual who is certified by the designated local agency as being in a period of

unemployment which—

51(d)(15)(A} is not less than 27 consecutive weeks, and

51(d)(15)(B} includes a period in which the individual was receiving unemployment compensation
under State or Federal law.

51(e) CREDIT FOR SECOND-YEAR WAGES FOR EMPLOYMENT OF LONG-TERM FAMILY ASSISTANCE RECIPIENTS. —
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51(e)(1) IN GENERAL.— With respect to the employment of a long-term family assistance recipient—

51(e){(1){(A) the amount of the work opportunity credit determined under this section for the taxable
year shall include 50 percent of the qualified second-year wages for such year, and

51(e)(1}(B) in lieu of applying subsection (b)(3), the amount of the qualified first-year wages, and
the amount of qualified second-year wages, which may be taken into account with respect fo such a
recipient shall not exceed $10,000 per year.

51(e)(2) QUALIFIED SECOND-YEAR WAGES.— For purposes of this subsection, the term "qualified second-
year wages” means qualified wages—

51(e)(2)(A) which are paid to a long-term family assistance recipient, and

51(e)(2)(B) which are attributable to service rendered during the 1-year period beginning on the day
after the last day of the 1-year period with respect to such recipient determined under subsection (b)(2).

51(e)(3) SPECIAL RULES FOR AGRICULTURAL AND RAILWAY LABOR.— If such recipient is an employee
o whom subparagraph {A) or (B) of subsection (h)(1) applies, rules similar to the rules of such
subparagraphs shall apply except that—

51(e)(3)(A) such subparagraph (A) shall be applied by substituting "$10,000" for "$6,000", and
51(e)(3)(B) such subparagraph (B} shall be applied by substituting "$833.33" for "$500".

51{f) REMUNERATION MUST BE FOR TRADE OR BUSINESS EMPLOYMENT.—

51(f)(1) IN GENERAL.— For purposes of this subpart, remuneration paid by an employer {o an employee
during any taxable year shall be taken into account only if more than one-haif of the remuneration so paid
is for services performed in a trade or business of the empioyer.

51(f)(2) SPECIAL RULE FOR CERTAIN DETERMINATION.— Any determination as to whether paragraph (1), or
subparagraph (A) or (B} of subsection (h)(1), applies with respect to any employee for any taxable year
shall be made without regard to subsections (a) and (b) of section 52.

51(g) UNITED STATES EMPLOYMENT SERVICE TO NOTIFY EMPLOYERS OF AVAILABILITY OF CREDIT.— The United
States Employment Service, in consultation with the Internal Revenue Service, shall take such steps as may
be necessary or appropriate to keep employers apprised of the availability of the work opportunity credit
determined under this subpart.

51(h) SPECIAL RULES FOR AGRICULTURAL LABOR AND RAILWAY LABOR.— For purposes of this subpart—

51(h}(1) UNEMPLOYMENT INSURANCE WAGES.—

51(h)(1){(A) AGRICULTURAL LABOR.— |f the services performed by any employee for an employer
during more than one-half of any pay period (within the meaning of section 3306(d}) taken into account
with respect to any year constitute agricultural labor (within the meaning of section 3306(k)), the term
*unemployment insurance wages" means, with respect to the remuneration paid by the employer

to such employee for such year, an amount equal to so much of such remuneration as constitutes
“"wages” within the meaning of section 3121(a), except that the contribution and benefit base for each
calendar year shall be deemed to be $6,000.

51(h)(1){B) RAILWAY LABOR.— If more than one-half of remuneration paid by an employer to an
employee during any year is remuneration for service described in section 3306(c)(9), the term
"unemployment insurance wages" means, with respect to such employee for such year, an amount
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equal to so much of the remuneration paid fo such employee during such year which would be subject
to contributions under section 8{a) of the Railroad Unemployment Insurance Act (45 U.S.C. 358(a)) if
the maximum amount subject to such contributions were $500 per month.

51(h)(2) WAGES.— In any case to which subparagraph (A) or (B) of paragraph (1) applies, the term
"wages” means unemployment insurance wages (determined without regard to any dollar limitation).

51(i) CERTAIN INDIVIDUALS INELIGIBLE.—

51(i){1) RELATED INnDMIDUALS.— No wages shall be taken into account under subsection (a) with respect to
an individual who—

51(i)(1){A) bears any of the relationships described in subparagraphs (A) through (G) of section
152(d)(2) to the taxpayer, or, if the taxpayer is a corporation, to an individual who owns, directly or
indirectly, more than 50 percent in value of the outstanding stock of the corporation, or, if the taxpayer
is an entity other than a corporation, to any individual who owns, directly or indirectly, more than 50
percent of the capital and profits interests in the entity (determined with the application of section
267(c)),

51()(1)(B) if the taxpayer is an estale or frust, is a grantor, beneficiary, or fiduciary of the estate or
trust, or is an individual who bears any of the relationships described in subparagraphs (A) through (G)
of section 152(d)(2) to a grantor, beneficiary, or fiduciary of the estate or trust, or

51(i)(1){C) is a dependent (described in section 152(d)(2)(H)) of the taxpayer, or, if the taxpayer is a
corporation, of an individual described in subparagraph (A), or, if the taxpayer is an estate or trust, of a
grantor, beneficiary, or fiduciary of the estate or trust.

51(i)(2) NONQUALIFYING REHIRES.— No wages shall be taken into account under subsection (a) with
respect to any individual if, prior to the hiring date of such individual, such individual had been smployed
by the employer at any time.

51(i)}(3) INDIVIDUALS NOT MEETING MINIMUM EMPLOYMENT PERIODS.—

51(1)(3)(A) REDUCTION OF CREDIT FOR INDIVIDUALS PERFORMING FEWER THAN 400 HOURS OF SERVICE.— In
the case of an individual who has performed at least 120 hours, but less than 400 hours, of sarvice for
the employer, subsection (a) shall be applied by substituting "25 percent" for “40 percent".

51(i)(3)(B) DENIAL OF CREDIT FOR INDIVIDUALS PERFORMING FEWER THAN 120 HOURS OF SERVICE.— No
wages shall be taken into account under subsection (a) with respect to any individual unless such
individual has performed at least 120 hours of service for the employer.

51(j) ELEcTION To HAVE WORK OPPORTUNITY CREDIT NOT APPLY.—
51(j)(1) IN GENERAL.— A taxpayer may elect to have this section not apply for any taxabie year.
51(j){2) TIME FOR MAKING ELECTION.— An election under paragraph (1) for any taxable year may be made

(or revoked) at any time before the expiration of the 3-year period beginning on the last date prescribed by
law for filing the return for such taxable year (determined without regard to extensions).

51(j){3) MANNER OF MAKING ELECTION.— An elaction under paragraph (1} {or revocation thereof) shall be
made in such manner as the Secretary may by regulations prescribe,

51(k) TREATMENT OF SUCCESSOR EMPLLOYERS; TREATMENT OF EMPLOYEES PERFORMING SERVICES FOR OTHER
PERSONS.—
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51(k)}{1) TREATMENT OF SUCCESSOR EMPLOYERS.~— Under regulations prescribed by the Secretary, in the
case of a successor employer referred to in section 3306({b){1), the determination of the amount of the
credit under this section with respect to wages paid by such successor employer shall be made in the
same manner as if such wages were paid by the predecessor employer referred to in such section.

51(k){2) TREATMENT OF EMPLOYEES PERFORMING SERVICES FOR OTHER PERSONS.— No credit shall be
determined under this seciion with respect to remuneration paid by an employer to an employee for
services performed by such employee for another person unless the amount reasonably expected to be
recelved by the employer for such services from such other person exceeds the remuneration paid by the
employer to such employee for such services.

01 Added by P.L. 95-30. Amended by P.L. 114-113, P.L. 113-295, P.L. 112-240, P.L. 112-56, P.L. 111-312, P.L. 111-147, P.L. 111-5,
P.L. 110-246 {conforming amandments}, P.L. 110-28, P.L. 109432, P.L. 108-311, P.L. 107-147, P.L. 106-554, P.L. 106-170, P.L.
105-277, P.L. 105-34, P.L. 104-188, P.L. 103-66, P.L. 102-227, P.L. 101-508, P.L. 101-239, P.L. 100-647, P.L. 100-485, P.L. 100-203,
P.L. 99-514, P.L. 98-369, P.L. 97448, P.L. 97-248, P.L. 97-34, P.L. 96-222, and P.L.. 95-600, For details, see the Code Volumes.
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